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Abstract 
In recent years, greater competition in banking industry has been driven by globalization. The growing diversity of customers ’ 
demands and technology changes are expected to have a great impact on the management of the bank in order to retain and 
attract potential customer and investor into the banking industry. However, with the increase in income levels, status and number 
of bank branches, the bank management is driven to identify banking services to improve their bank performances. The purpose 
of this paper is to examine the influencing factors towards performance of the bank. Specifically, the paper aims to examine to 
which extent the bank performance is influenced by service quality, innovation, technology and employee commitment.  
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1.  Introduction 
In previous decades, banks have provided a variety of savings accounts, debit and cred it card services, as well as 
loans and investment plans. Throughout the recent years, the banking industry has evolved in its scope responding to 
the changing nature of its environment. It has now transformed into the online banking era, where banks nowadays 
are exp loring new methods of delivering their offered services to their customers (Ghaziri, 1998). Due to th is, banks 
are able to serve their customers better without having to further expand their branch offices. With the advent of 
globalization, the banking sector has improved its services in response to the increase in competitive pressure and 
demand for economic growth.  
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2.  Literature review  
The ‘Balanced Scorecard’ is a  performance measurement framework which added non -financial performance 
measures to traditional financial metrics (Kaplan & Norton, 1992). This allows managers to evaluate their business 
from four important perspectives, which are: the customer perspective, the internal perspective, the innovation and 
learning perspective and the financial perspective.  
Intellectual capital (IC) is defined as the sum of the assets of a firm which is fu lly  captured on the balance sheets 
as cited in  (Mahmood et al., 2012). Knowledge, experience, expertise, and associated intangible assets such as 
trademarks, patents and brands are examples of a bank’s “hidden” assets. Studies have shown that most firms have 
three forms of embedded IC which are human capital, relational capital and structural capital. 
Commercial banks play an important role in the financial system and the economy. Banks function as financial 
intermediaries that transform savings into investments, and deal with loans in an efficient manner, where stronger 
banks provide greater confidence (Rumler et al., 2010). Economic growth is highly dependent on the banking 
industry output (Berger & Humphrey, 1997; Dobbs & Hamilton, 2006; Abu-Alkheil, Burghof, & Khan, 2012).  
Customer satisfaction is an indispensable aspect of bank survivability and success (Haron, Ahmed, & Planisek, 
1994). The intense competit ion within the banking sector has driven banks to innovate, compete, and generate value 
for customers with long-term benefits (Ahmad, Humayoun, Nawaz, & Bashir, 2011).  
Efficiency of banks is noted in performance measurements so as to help bank management to improve operations, 
market  position, and competitive advantage (Berger & Humphrey, 1997; Berger & Mester, 1997; Lin, 2010; Galli zo, 
Moreno, & Pop, 2011; Abu-Alkheil et al., 2012). Performance measurement has been defined as a process of 
quantifying the efficiency and effectiveness of an action by Neely, Bourne, & Kenerly (2000).  
 
3.  Proposition development 
 
In order to achieve the proposed objectives, the following hypotheses were developed for testing;  
 
H1: Service quality has significant relationship with bank performance. 
H2: Technology has significant relationship with bank performance. 
H3: Innovation has significant relationship with bank performance. 
H4: Employee commitment has significant relationship with bank performance 
 
3.1 Service quality 
 
Service quality is an important element of performance measurement where a bank may  distinguish  itself from its 
competitors (Sangeetha & Mahalingam, 2011). Bank management should pay more attention to learning more about 
and improving the quality of its organization and its offerings.  
 
3.2 Technology 
 
In tune with g lobal trends and practices, banks have perceived that an increase in  t echnological level has become 
a crucial requirement in achieving their goals (Chandrasekhar & Sonar, 2008). In order to improve performance, 
organizations invest in IT equipment, personnel, and training annually. In response to the rising demand for quick,  
efficient and reliab le services, technology is increasingly deployed as a bridge to generate insights into customers’ 
behavioral patterns and preferences (Sivabrovornvatana, Siengthai, Krairit, & Himangshu, 2005; Sangeetha et al., 
2011).  
 
3.3 Innovation 
 
Innovation is defined as the process of transforming an idea into  goods or services to create value for the 
customers (Saunila & Ukko, 2012; Business Dictionary, 2013). An innovation involves the creation and 
implementation of new processes, technology, the ways of delivery, and human capital which results in significant 
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improvements in production that make a firm more efficient than its rivals. The introduction of new products which 
caters to new customers may lead to an organization’s expansion into new market segments. 
 
3.4 Employee commitment 
 
Employee commitment is one of the main  contributing elements towards sustaining long-term success and 
creating value, as the employees are the ones who provide services and interact with customers. Commitment has 
been examined as a determinant of job performance. Employee mot ivation affects organizat ional productivity, and is 
accepted as an important element in increasing performance (Brooks, 2007). Highly motivated and committed 
employees contribute to a favourable working environment ( Rahman, Mondol, & Ali, 2013).  
 
4.  Proposed conceptual framework 
 
 
Fig. 1. Conceptual framework. 
 
The model above shows the relationship between dependent variable (DV) and independent variables (IV), where 
bank performance is the dependent variable and service quality, technology, innovation and employee commitment  
are independent variables affecting bank performance. 
 
5.  Data and methodology 
5.1. Data Collecting Procedure and Sample  
The study has been conducted by surveys through online questionnaire and self-administer methods that consist 
of drop-off survey. 
In our research, we target on bank staff that work in Commercial Banks in  Malaysia. The sampling location was 
conducted in Peninsular Malaysia; specifically, surveys carried out are from bank staff within Klang Valley, Penang 
and Perak. The locations chosen (Klang Valley, Penang, and Perak) are among the most developed states in 
Malaysia.  A total number of 250 questionnaires was distributed through self-admin ister and 217 questionnaires 
were returned with completed survey. There were 102 sets of questionnaires obtained through online from bank staff.  
Therefore, total sample size was 319 which were collected through both methods. 
Demographics of the respondents have shown that 64.9% of them are female, 35.1% male, 49.8% executive, 
50.2% non-executive. Age of  respondents 38.9% (18-25 years old), 34.8% (26-35 years old), 25% (36-45 years old) 
and 1.3% (46-55 years old). 
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5.2. Scale measurement 
In our questionnaire, we use nomina l, ord inal and 5-point Likert scale as the measurements. In our study, 
reliability test was carried out by using Cronbach’s coefficient alpha, that helps to determine the scale of 
trustworthiness based on internal consistency of variables (Lehman, O’Rourke r, Hatcher, Stepanski and SAS 
Institute, 2013). The h igher the value of alpha, the stronger the relat ionship between the independent and dependent 
variables. In addition, the variable is meeting the requirement of reliab ility if the alpha value is equal or  more than 
0.6. Any alpha value which falls below 0.6 is considered as an unreliable result while for alpha value that achieves 
0.9 and above is considered the excellent and best result in their internal consistency. 
SAS program version 10.2 is used to analyze and evaluate the collected data. The analysis explains the relationship 
among service quality, technology, innovation, employee commitment and bank performance and the four 
hypotheses proposed clarified. 
 
6.  Analysis and findings 
6.1. Reliability tests 
According to Malhotra (2010), reliability test is used to measure the stability and consistency of the 
measurement.  
Table 1. Reliability statistics of dependent and independent variables. 
 
Cronbach Coefficient Alpha with Deleted Variable 
Deleted 
Variable 
Standardized Variables 
Correlation with Total Alpha 
Service Quality 0.9767 0.9916 
Technology 0.9822 0.9909 
Innovation 0.9813 0.9910 
Employee Commitment 0.9778 0.9915 
Bank Performance 0.9756 0.9918 
 
Cronbach’s Alpha is used to measure the reliability of the 25 constructs in the section B of the questionnaire. 
Table 1 shows that the result of reliability test is consistent reliability as Cronbach’s alphas of all variab les are 
above 0.7 (Hair, 2010).  Bank performance (dependent variable) with 0.9918 is indicated as reliable. The table 
showed the scales of Cronbach's Alpha for service quality  is 0.9916, technology is 0.9909, innovation is 0.9915 and 
employee commitment is 0.9918. 
 
6.2 Pearson correlation analysis  
Pearson correlation analysis is used to measure the association between two variables. It is able to test the 
strength of the relationship between the independent and dependent variables. 
 
Table 2. Correlation matrix for four constructs. 
 
Pearson Correlation Coefficients, N= 319 
Prob>lrl under H0: Rho=0 
 Service 
Quality 
Technology  Innovation  Employee 
Commitment  
Bank 
Performance 
Bank 
Performance 
0.9586 0.9707 0.9648 0.0.9611 1.00000 
 <.0001 <.0001 <.0001 <.0001 <.0001 
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From Table 2, it is observed that service quality, technology, innovation and employee commitment are strongly 
correlated with bank performance at 1% significant level.  These correlations are found to be positive, suggesting 
that the increase of these variables will enhance the bank performance. 
 
6.3 Multiple regressions analysis  
 
The impact of four non-financial factors on bank performance is tested by using mult iple regression model. Th is 
model is written as equation (1). 
 
Y= a + b1X1 + b2X2 + b3X3 + b4X4+E   (Equation 1) 
 
where, Y= Bank performance, X1= Service Quality, X2= Technology, X3= Innovation, X4= Employee 
Commitment and E= error term. 
 
The result of regression based on Equation 1 is presented in Table 3. Based on the result, the estimated model for 
multiple regressions is written as equation (2). 
 
Table 3. Result of regressions analysis. 
 
Parameter Degree of Freedom Coefficient  Standard error 
t-Statistic 
value P-value 
Standardized 
estimator 
a 1 0.1117 0.05413 2.06 0.0400 0 
b1 1 0.1293 0.0613 2.11 0.0358 0.1205 
b2 1 0.4599 0.0606 7.59 0.0001 0.4540 
b3 1 0.2672 0.0665 4.02 0.0001 0.2489 
b4 1 0.1707 0.0599 2.85 0.0046 0.1639 
 
Estimated Y = 0.1117 + 0.1293 (X1) + 0.4599 (X2) + 0.2672 (X3) + 0.1707 (X4)   (Equation 2) 
 
Based on Table 3, by assuming other factors to be constant, the estimators indicate that a un it increase in service 
quality, technology, innovation and employee commitment, bank performance will be increased by 0.1293, 0.4599, 
0.2672 and 0.1707 units, respectively. 
 
6.4 Test of hypotheses  
Table 4. Summary of the result for hypothesis testing. 
 
Hypothesis Coefficient  T-statistic 
value 
P-value Finding 
H1: Service quality has a significant 
relationship with bank performance. 0.1293 2.11 0.0358 Supported 
H2: Technology has a significant 
relationship with bank performance. 0.4599 7.59 0.0001 Supported 
H3: Innovation has a significant 
relationship with bank performance. 0.2672 4.02 0.0001 Supported 
H4: Employee commitment has a 
significant relationship with bank 
performance. 
0.1707 2.85 0.0046 Supported 
 
The estimator of 0.1293 indicates that service quality has a significant relationship with bank performance at 5%.  
These positive estimators suggest that they will distinguish their services from the competitors whereby they will 
gain market share from the competitors and will enhance the bank perfo rmance. 
The estimator of 0.4599 indicates that technology has significant relat ionship with bank performance at the 1%. 
These positive estimators suggest the rising demand for quick, efficient and reliable IT services that will create 
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customers’ trust the security provided by the bank will thus increase the customer based of the bank which in turn 
increase the bank performance. 
The estimator of 0.2672 indicates that innovation has a significant relat ionship with  bank performance at 1%. 
These positive estimators suggest that the introduction of new products may lead to new market segments for the 
bank and increase the revenue and enhance bank performance. 
The estimator of 0.1707 indicates that employee commitment has significant  a relationship with bank 
performance at 1%. These positive estimators suggest that highly motivated and committed employees may  
contribute to productivity of the bank and increase the bank performance. 
 
7.  Implications, limitation and future studies 
 
The findings of the study supported that banks in Malaysia are h ighly affected by technology and innovation but 
also contribute to sustain their competitive advantage and improve business performance. 
Limitations were noted because the result may not represent the whole population in Malaysia . The result of this 
research is merely based on non-financial indicators. Thus, the result does not fully represent the bank performance 
as it would need both the financial and non-financial indicators to give a better picture. 
Future researchers should enhance their research by including the whole country (Malaysia).  A  more accurate 
response could be obtained as it would include different bank staff from different states. In addition, different staff 
has different perception and this may affect the result in many ways. Therefore, this can generate more accurate 
response thus a more accurate result. 
The research should be conducted with financial and non-financial indicators in  the future. That will present a 
better picture of a bank performance. 
The study is believed  to contribute significantly to bank performance,  by  helping  quality practitioners  and 
academicians  to  better  understand  the relationship of service quality, technology, innovation & employee 
commitment bank  performance  among  banking industry in structural relationships. 
 
8.  Conclusion 
 
In summary, th is paper mainly focuses on the banking services that influence the bank performance which  
consists of technology, innovation, service quality and employee commitment. In  order to mainta in and improve the 
bank performance, it has become a big challenge for the bank to gain competitive advantages.  
However, bank performance can be improved fu rther by increasing the technology level in banks, followed  by 
creative innovation in products and services being offered by the banks.  
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